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@?Table 1. Sample characteristics 
The sample covers the time period 1995-2000 and includes all firms from the euro-countries (except Luxembourg 
and Greece) and five non-euro countries (Denmark, Norway, Sweden, Switzerland, and UK) with valid data 
available in Datastream for at least the time period 1995-1998. The total number of firm-year observations is 9,742 
(4,629 observations from euro countries and 5,113 observations from non-euro countries). 
 
Panel A: All firms 
Variable Mean  Median  St.  Dev.  Min.  Max. 
Tobin’s  Q  1.659 1.268 1.346 0.277  18.121 
Sales (in millions of euro)  2,004  305.4  6,523  0.024  91,200 
EBITDA/ total assets  0.135  0.134  0.108  -0.810  0.898 
Fixed tangible assets / total assets  0.349  0.316  0.210  0.000  0.999 
Non-equity liabilities / total assets  0.598  0.610  0.177  0.009  1.000 
 
Panel B: Euro firms 
Variable Mean  Median  St.  Dev.  Min.  Max. 
Tobin’s  Q  1.539 1.220 1.151 0.348  16.814 
Sales (in millions of Euro)  2,804  456.8  8,120  0.036  91,200 
EBITDA/ total assets  0.139  0.133  0.099  -0.597  0.898 
Fixed tangible assets / total assets  0.336  0.312  0.194  0.000  0.999 
Non-equity liabilities / total assets  0.649  0.665  0.171  0.020  1.000 
 
Panel C: Non-euro firms 
Variable Mean  Median  St.  Dev.  Min.  Max. 
Tobin’s  Q  1.768 1.321 1.492 0.277  18.121 
Sales (in millions of Euro)  1,279  205.9  4,503  0.024  83,400 
EBITDA/ total assets  0.130  0.135  0.116  -0.810  0.751 
Fixed tangible assets / total assets  0.360  0.321  0.223  0.000  0.982 
Non-equity liabilities / total assets  0.552  0.559  0.169  0.009  0.998 
 
Panel D: Test of difference between euro and non-euro firms 
  T-test of change in means    Wilcoxon-test of  medians 
Variable Statistic  p-value    Statistic  p-value 
Tobin’s Q  8.53  0.000    7.54  0.000 
Sales (in millions of Euro)  11.30  0.000    18.37  0.000 
EBITDA/ total assets  4.07  0.000    0.653  0.514 
Fixed tangible assets / total assets  28.29  0.000    28.70  0.000 
Non-equity liabilities / total assets  5.67  0.000    3.70  0.000 Table 2: Convergence of forward rates  
We calculate monthly forward rate differentials from swap rates between fixed and floating rate government bonds. 










respectively the 8-year forward rates in 2 years for country i and Germany. We use the spread between the German 
forward rate and the ECU forward rate as a measure of the German spread. Swap data is from Datastream. As in 
Hardouvelis (2002a), we adjust for market conventions on national swap markets. In all countries in the sample 
coupons are paid annually, except for Ireland and the UK, where they are paid semiannually. We annualize interest 
rates in both countries. We additionally convert swap yields to a 360 days in Belgium, Ireland, and the UK, where 
the convention is 365 day-years. We then regress the resulting forward rate differentials on time dummies. We 
construct time dummies as follows, for each year T, T=1996...2000, the variable IT=1 for t≥T, where t is the date--
month and year--of the corresponding observation, zero otherwise.  
 
Estimate t-stat Estimate t-stat Estimate t-stat Estimate t-stat
Intercept 0.0101 *** 13.86 0.0913 *** 22.21 0.1459 *** 28.91 0.0160 *** 13.48
1996 and After -0.0052 *** -6.73 -0.0187 *** -3.81 -0.0652 *** -9.53 -0.0084 *** -6.15
1997 and After -0.0026 *** -7.06 -0.0133 *** -3.11 -0.0549 *** -10.82 -0.0031 *** -3.51
1998 and After -0.0008 ** -2.38 -0.0056   -1.27 -0.0231 *** -9.58 -0.0044 *** -5.29
1999 and After -0.0002   -0.64 0.0048   1.20 -0.0018   -1.00 0.0013 ** 2.02
2000 -0.0003  -1.08 -0.0148 *** -4.41 -0.0004   -0.22 0.0001   0.26
Country - Fixed Effects YES YES YES YES
Adjusted R2 0.559 0.704 0.871 0.633
Number of Observations 1,016 343 336 337
Total Sample No EMU countries Weak EMU countries
Strong EMU 
countries
 Table 3. Median Tobin’s Q 1995-2000  
The table displays median Tobin’s Q over the time-period 1995-2000 for all firms from the EMU-countries (except 
Luxembourg and Greece) and five Non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with 
data available in Datastream for at least the time period 1995-1998. The Tobin’s Q is defined as the sum of the 
market value of common equity and the book value of total non-equity liabilities divided by the book value of total 
assets. The Wilcoxon rank-sum test in Panel A tests if the median Tobin’s Q for EMU-countries is equal to the 
median Tobin’s Q for Non-EMU countries for each year. All data is collected from DataStream   
 
Panel A: EMU vs. Non-EMU countries 
  Median Tobin’s Q 
  1995 1996 1997 1998 1999 2000 
EMU-countries   1.16 1.19 1.28 1.25 1.22 1.21 
Number  of  firms  794 794 794 794 760 693 
        
Non-EMU-countries   1.41 1.43 1.39 1.20 1.29 1.22 
Number  of  firms  919 919 919 919 791 646 















Panel B: Individual countries 
  Median Tobin’s Q 
  1995 1996 1997 1998 1999 2000 
EMU-countries:        
Germany  1.27 1.22 1.29 1.28 1.25 1.24 
Number  of  firms  368 368 368 368 346 300 
Belgium  1.18 1.34 1.40 1.42 1.45 1.25 
Number  of  firms  27 27 27 27 27 26 
Spain:  1.20 1.18 1.36 1.56 1.44 1.33 
Number  of  firms  31 31 31 31 31 31 
Finland: 0.94  1.02  1.16 1.03 1.09 1.06 
Number  of  firms  44 44 44 44 44 44 
France:  1.11 1.18 1.22 1.24 1.22 1.19 
Number  of  firms  139 139 139 139 132 129 
Ireland:  1.52 1.89 1.66 1.45 1.54 1.54 
Number  of  firms  6 6 6 6 6 6 
Italy:  0.98 0.96 1.09 1.15 1.15 1.18 
Number  of  firms  37 37 37 37 37 36 
Netherlands: 1.40  1.60 1.93 1.49 1.37 1.42 
Number  of  firms  62 62 62 62 62 56 
Austria: 1.08  1.14  1.12 1.13 1.08 1.03 
Number  of  firms  40 40 40 40 39 39 
Portugal:  1.00 1.01 1.11 1.09 0.99 1.05 
Number  of  firms  40 40 40 40 36 26 
Non-EMU-countries:        
Denmark:  1.16 1.43 1.38 1.09 1.14 1.15 
Number  of  firms  35 35 35 35 35 34 
Norway:  1.22 1.27 1.51 1.11 1.08 1.12 
Number  of  firms  45 45 45 45 45 44 
Sweden:  1.14 1.18 1.38 1.32 1.20 1.23 
Number  of  firms  75 75 75 75 74 63 
Switzerland  1.00 1.02 1.09 1.14 1.16 1.24 
Number  of  firms  58 58 58 58 58 58 
UK  1.51 1.52 1.42 1.24 1.37 1.24 
Number  of  firms  706 706 706 706 579 447 
 Table 4. The introduction of the euro and firm value 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five Non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
DataStream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as the years 1998-2000. The EMU-countries classified as weak (i.e., 
countries with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain. Panel A reports the 
regression estimates using all individual years in the panel. T-statistics based on robust standard errors adjusted for 
firm dependence within countries are reported within parentheses Panel B reports the estimation results from a 
regression model where the panel is reduced to two-periods by averaging the data before and after the introduction 
of the euro. T-statistics based on heteroskedasticity-robust standard errors are reported within parentheses *, **, and 
***, denotes significance at the 10%, 5%, and 1%-levels, respectively.   
 
Panel A: Full panel regression 
Explanatory  Variable:  (1) (2) (3) (4) 
EMU-country x post-euro time period  0.077* 
(1.72) 
  0.048 
(1.38) 
 









































































Year dummies   Yes  Yes  Yes  Yes 
Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2  0.759 0.760 0.763 0.764 
Number of firm-year (-period) observations  9,742  9,742  9,742  9,742 
 Panel B: Two-period regression  
Explanatory  Variable:  (1) (2) (3) (4) 
EMU-country x post-euro time period  0.049** 
(2.47) 
  0.040** 
(1.99) 
 




Weak EMU-country x post-euro time period 
 
0.142*** 
(6.11)   
0.109*** 
(3.53) 







































































Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2  0.801 0.804 0.804 0.804 
Number of firm-year (-period) observations  3,426  3,426  3,426  3,426 
 
 Table 5. The introduction of the euro, exchange rate exposure, and firm value 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five Non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as years 1998-2000. The EMU-countries classified as weak (i.e., countries 
with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain.  The euro exchange rate exposure is 
measured as the exchange rate beta from a two-factor model of stock returns in which changes in the (synthetic) 
euro exchange rate and the domestic stock market return are the two factors. The estimations of exchange rate betas 
are performed using monthly data over the time period January 1992 to December 1994. A firm is classified as 
having significant positive or negative euro exchange rate exposure if the exchange rate beta is significant at the 5%-
level according to a one-sided t-test. Control variables (short-term nominal interest rate, term spread, log of sales, 
EBITDA/ total assets, fixed tangible assets / total assets, non-equity liabilities / total assets,  real GDP growth, and 
relative change in the domestic currency/ USD -exchange rate) and time dummies are included but not reported. T-
statistics based on robust standard errors adjusted for firm dependence within countries are reported within 
parentheses. *, **, and ***, denotes significance at the 10%, 5%, and 1%-levels, respectively.  
 
Explanatory  Variable:  (1)  (2) (3) (4) 
EMU-country x post-euro time period  0.043 
(1.26) 
0.043 
(1.26)   
 
EMU-country x post-euro time period x  
significant euro exposure  
0.048** 
(2.16)    
 
EMU-country x post-euro time period x   





EMU-country x post-euro time period x  










Strong EMU-country x post-euro time period x 
significant euro exposure      
0.033 
(1.52)  
Strong EMU-country x post-euro time period x  
significant positive euro exposure 
      
0.028* 
(1.93) 
Strong EMU-country x post-euro time period x 
significant negative euro exposure        
0.042 
(0.79) 






Weak EMU-country x post-euro time period x 
significant euro exposure      
0.090*** 
(2.80)  
Weak EMU-country x post-euro time period x  
significant positive euro exposure 
    
 0.007 
(0.19) 
Weak EMU-country x post-euro time period x 
significant negative euro exposure  
     0.152** 
(2.34) 
Control variables  Yes  Yes  Yes  Yes 
Year dummies  Yes  Yes  Yes  Yes 
Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2 0.771  0.772  0.772  0.772 
Number of firm-year observations  8,787  8,787  8,787  8,787 
  Table 6. The introduction of the euro and firm value: Financially constrained vs. unconstrained firms  
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg and Greece) and five Non-EMU countries 
(Denmark, Norway, Sweden, Switzerland, and UK) with data available in Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm 
effects. The dependent variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market value of common equity 
divided by the book value of total assets. The Q-values are calculated using end-of-year data. The The post-euro time period is defined as years 1998-2000. The 
EMU-countries classified as weak (i.e., countries with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain. To classify firms according to 
financial constraints, we calculate an index of financial constraints based on Kaplan and Zingales (1997). In particular, we follow Baker et al (2003) and use the 
following four-variable formula to compute a KZ-index of financial constraints: KZit =-1.002 CFit /Ait  -39.368  DIVit /Ait  -1.315 Cit /Ait  + 3.139 Dit /Ai  , where 
CFit /Ait  is cash flow over assets, DIVit /Ait  is cash dividends over assets, Cit /Ait  is cash balances over assets ,and Dit /Ait  is the debt ratio. A higher KZ-index 
indicates a more financially constrained firm. Control variables (log of sales, EBITDA/ total assets, fixed tangible assets / total assets, non-equity liabilities / total 
assets,  real GDP growth, and relative change in the domestic currency/ USD -exchange rate) and time dummies are included but not reported. T-statistics based 
on robust standard errors adjusted for firm dependence within countries are reported within parentheses. *, **, and ***, denotes significance at the 10%, 5%, and 















Explanatory  Variable:                  (1) (2) (3) (4) (5) (6) (7) (8)
































Domestic short-term nominal interest rate (%)    -0.019 
(-1.41) 
           
         
                 
                 















Control  variables Yes Yes Yes Yes Yes Yes Yes Yes
Year  dummies Yes Yes Yes Yes Yes Yes Yes Yes
Fixed firm effects  Yes  Yes  Yes  Yes  Yes  Yes  Yes  Yes 
Adjusted R
2 0.782 0.786 0.779 0.781 0.732 0.736 0.707 0.708
Number of firm-year observations  2,391  2,391  2,229  2,229  2,203  2,203  2,242  2,242 
 Table 7. Buy-and-hold and calendar-time abnormal returns  
Abnormal returns in the period January 1996, December 2000. Monthly returns for all firms in our sample are from Datastream. We additionally obtain monthly 
returns on the MSCI European index. In Panel A, we compute abnormal returns based on a three-factor model that includes market returns, as well as the HML 
and SMB factors computed using European data. The HML factor is obtained from Kenneth French's website. The SMB factor is computing by sorting stocks 
into country-size deciles using the market capitalization in the previous December, and calculating the weighted average return of the two extreme portfolios for 
the entire sample. We estimate the coefficients using monthly returns. In Panel B, we compute CTARs following Fama (1998). Because our event date is 
common for all event firms, we do not re-form our portfolio of event companies every month after 1998. We calculate CTARs also for the pre-euro period, just 
by averaging abnormal returns across stocks, calculated based on a three-factor benchmark. The EMU-countries classified as weak (i.e., countries with a recent 
currency crisis) are: Finland, Italy, Ireland, Portugal and Spain. P-values for differences in abnormal return are based on a two-tailed Wilcoxon test. 
 
Panel A: Buy-And-Hold Returns: Three-Factor Model
N
Euro Countries 2776 6.17% 12.88% *** -0.14% * 13.24% *** 19.07% *** 16.12% *** 14.38% ***
Weak EMU countries 673 10.25% ** 21.29% *** 0.20% 14.82% *** 0.38% 7.36% *** 13.92% ***
Strong EMU Countries 2103 4.84% ** 10.19% *** -0.25% *** 12.74% *** 25.05% *** 18.73% *** 14.53% **
Difference Weak EMU - 
Strong EMU
(<0.0001) (<0.0001) (0.0007) (<0.0001) (0.0005) (<0.0001) (<0.0001)
Non-Euro Countries 2911 -4.42% *** -8.13% *** -0.55% *** -14.20% *** 7.10% *** -4.14% -0.52%
(<0.0001) (<0.0001) (<0.0001) (<0.0001) (0.3503) (<0.0001) (<0.0001)
Jan 1998       
- Dec 2000
Pre-Euro Period
Difference Euro - Non Euro 
Post-Euro Period
Jan 1996       
- Dec 1997
Jan 1996       
- Dec 1996
Jan 1997       
- Dec 1997
Jan 1998       
- Dec 1998
Jan 1999       
- Dec 1999
Jan 1998       
- Dec 1999
Panel B. Calendar Time Abnormal Returns
N
Euro Countries 2776 0.36% *** 0.30% *** 0.41% *** 1.13% *** 0.46% *** 0.79% *** 0.56% ***
Weak EMU countries 673 0.61% *** 0.41% *** 0.83% *** 2.23% *** -0.03%   1.10% *** 1.03% ***
Strong EMU Countries 2103 0.18% *** 0.17% ** 0.20% *** 0.74% *** 0.54% *** 0.64% *** 0.48% **
Difference Weak EMU - 
Strong EMU
  (<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001)
Non-Euro Countries 2911 -0.36% *** 0.55% *** -1.26% *** 0.07%   1.73% *** 0.90% *** 0.65% *
(<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001) (<0.0001) Difference Euro - Non Euro 
Pre-Euro Period Post-Euro Period
Jan 1996       
- Dec 1997
Jan 1996       
- Dec 1996
Jan 1997       
- Dec 1997
Jan 1998       
- Dec 1998
Jan 1999       
- Dec 1999
Jan 1998       
- Dec 1999
Jan 1998       
- Dec 2000
 Table 8. The introduction of the euro, convergence criteria, corporate taxes, and firm value 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five Non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998. Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as years 1998-2000. The EMU-countries classified as weak (i.e., countries 
with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain.  The convergence variables are 
calculated as the deviations from the Maastricht criteria in columns (1) and (2) for each criterion that is not fulfilled, 
and are set to zero otherwise. In columns (3) and (4) the convergence variables are included without any 
adjustments.  Control variables (log of sales, EBITDA/ total assets, fixed tangible assets / total assets, non-equity 
liabilities / total assets, real GDP growth, and relative change in the domestic currency/ USD -exchange rate) and 
time dummies are included but not reported. T-statistics based on robust standard errors adjusted for firm 
dependence within countries are reported within parentheses. *, **, and ***, denotes significance at the 10%, 5%, 







Explanatory Variable:  (1)  (2)  (3)  (4) 
EMU-country x post-euro time period  0.065 
(1.43) 
  0.051 
(0.92) 
 











    
-0.008 
(-0.83) 








































Control variables  Yes  Yes  Yes  Yes 
Year dummies  Yes  Yes  Yes  Yes 
Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2 0.760  0,761  0.757  0.757 
Number of firm-year observations  9,742  9,742  9,742  9,742 
 Table 9. Takeover activity 1995-2000  
The table shows the Number and euro Value of Consummated Acquisitions of Domestic Firms, relative to the Number of Listed firms, and Total Market 
Capitalization in euros, respectively, by geographical region and year. The value of consummated acquisitions (€) equals the total value of consideration paid by 
the acquiror, excluding fees and expenses. The euro value includes the amount paid for all common stock, common stock equivalents, preferred stock, debt, 
options, assets, warrants, and stake purchases made within six months of the announcement date of the transaction. Liabilities assumed are included in the value 
if they are publicly disclosed. Preferred stock is included only if it is being acquired as part of a 100% acquisition. If a portion of the consideration paid by the 
acquiror is common stock, the stock is valued by using the closing price on the last full trading day before the announcement of the terms of the stock swap. If 
the exchange ratio of shares offered changes, the stock is valued based on its closing price on the last full trading date before the date of the exchange ratio 
change. For public target 100% acquisitions, the number of shares at date of announcement is used. Data on the number of listed firms and the market 
capitalization in each country is obtained from the International Finance Corporation manuals. The sample includes all the acquisitions of public companies 
available in Securities Data Corporation, from January 1, 1995, through December 31, 2000, for the countries considered in Bris and Cabolis (2002). Only 
completed transactions are considered, and we exclude from the initial sample LBO deals, as well as spin-offs, recapitalizations, self-tender and exchange offers, 
repurchases, minority stake purchases, acquisitions of remaining interest, and privatizations.  
 
  Number of Acquisitions / Number of Listed Companies 
  EMU Targets by    Non-EMU Targets by    Rest of the World Targets by 
Year  All 
Non-EMU 
Acquirors 
Rest of world 
Acquirors  All EMU  Acquirers
Rest of World 





1995                    6.06% 3.57% 2.50% 4.66% 0.87% 3.79% 0.89% 0.19% 0.70%
1996                   
                   
                   
                   
                   
                 
6.77% 3.78% 2.99% 5.30% 1.12% 4.18% 0.74% 0.17% 0.57%
1997 8.87% 4.85% 4.01% 7.92% 1.40% 6.51% 1.00% 0.28% 0.72%
1998 9.16% 4.37% 4.79% 8.48% 1.88% 6.60% 1.10% 0.39% 0.71%
1999 6.48% 3.67% 2.81% 9.09% 2.75% 6.35% 1.33% 0.52% 0.81%
2000 6.64% 4.40% 2.24% 10.10% 4.23% 5.87% 1.55% 0.69% 0.86%
  € Value of Acquisitions / Market Capitalization 
  EMU Targets by    Non-EMU Targets by    Rest of the World Targets by 
Year  All 
Non-EMU 
Acquirors 
Rest of world 
Acquirors  All EMU  Acquirors
Rest of World 





1995                    0.77% 0.28% 0.49% 1.38% 0.36% 1.02% 0.17% 0.10% 0.08%
1996                   
                   
                   
                   
                   
0.94% 0.70% 0.24% 0.53% 0.14% 0.39% 0.31% 0.16% 0.14%
1997 0.76% 0.44% 0.32% 1.49% 0.32% 1.16% 0.30% 0.09% 0.21%
1998 0.51% 0.22% 0.28% 1.51% 0.65% 0.86% 1.28% 0.44% 0.84%
1999 4.80% 4.38% 0.43% 2.78% 1.46% 1.31% 0.81% 0.47% 0.34%
2000 1.17% 0.73% 0.44% 2.93% 2.16% 0.77% 1.38% 0.88% 0.50%Table 10. The introduction of the euro, cross-border takeover activity, and firm value 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five Non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as years 1998-2000. The EMU-countries classified as weak (i.e., countries 
with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain Control variables (short-term nominal 
interest rate, term spread, log of sales, EBITDA/ total assets, fixed tangible assets / total assets, non-equity liabilities 
/ total assets,  real GDP growth, and relative change in the domestic currency/ USD -exchange rate) and time 
dummies are included but not reported. T-statistics based on robust standard errors adjusted for firm dependence 
within countries are reported within parentheses. *, **, and ***, denotes significance at the 10%, 5%, and 1%-
levels, respectively.   
 
Explanatory Variable:  (1)  (2) 
EMU-country x post-euro time period  0.045 
(1.52) 
 








Cross-border takeover activity  





Control variables  Yes  Yes 
Year dummies  Yes  Yes 
Fixed firm effects  Yes  Yes 
Adjusted R
2 0.760  0.764 
Number of firm-year observations  9,742  9,742 
 Table 11: The introduction of the euro and firm value: Alternative event period and 
individual year effects 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The alternative post-euro time period is defined as the years 1997-2000. The EMU-countries classified as weak 
(i.e., countries with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain. Control variables (log of 
sales, EBITDA/ total assets, fixed tangible assets / total assets, non-equity liabilities / total assets,  real GDP growth, 
and relative change in the domestic currency/ USD -exchange rate) and time dummies are included but not reported.  
T-statistics based robust standard errors adjusted for firm dependence within countries are reported within 
parentheses. *, **, and ***, denotes significance at the 10%, 5%, and 1%-levels, respectively.   
 
Explanatory  Variable:  (1)  (2) (3) (4) 
Strong EMU-country x alternative post-euro time period  0.063* 
(1.75) 
0.026 
(0.79)    
Weak EMU-country x alternative post-euro time period   0.190*** 
(4.01) 
0.104** 
(2.48)    




































































Control  variables  Yes  Yes Yes Yes 
Year  dummies  Yes  Yes Yes Yes 
Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2  0.761  0.764 0.763 0.764 
Number of firm-year observations  9,742  9,742  9,742  9,742 
 Table 12: The introduction of the euro and firm value: Individual country effects 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as the years 1998-2000. The EMU-countries classified as weak (i.e., 
countries with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain. Control variables (log of 
sales, EBITDA/ total assets, fixed tangible assets / total assets, non-equity liabilities / total assets,  real GDP growth, 
and relative change in the domestic currency/ USD -exchange rate) and time dummies are included but not reported.  
T-statistics based robust standard errors adjusted for firm dependence within countries are reported within 
parentheses. *, **, and ***, denotes significance at the 10%, 5%, and 1%-levels, respectively.   
 
Explanatory Variable:  (1)  (2) 
Strong  countries:    




















Weak countries:    




















    
Domestic short-term nominal interest rate (%)    -0.015 
(-0.70) 
Domestic term spread (%)    0.039 
(1.35) 
Control variables  Yes  Yes 
Year dummies  Yes  Yes 
Fixed firm effects  Yes  Yes 
Adjusted R
2 0.762  0.764 
Number of firm-year observations  9,742  9,742 
 Table 13: The introduction of the euro and firm value: Industry effects 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Luxembourg 
and Greece) and five non-EMU countries (Denmark, Norway, Sweden, Switzerland, and UK) with data available in 
Datastream for at least the time period 1995-1998.  Estimation by OLS with fixed firm effects. The dependent 
variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the market 
value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-year 
data. The post-euro time period is defined as the years 1998-2000. Control variables (log of sales, EBITDA/ total 
assets, fixed tangible assets / total assets, non-equity liabilities / total assets,  real GDP growth, and relative change 
in the domestic currency/ USD -exchange rate) are included but not reported.  T-statistics based robust standard 
errors adjusted for firm dependence within countries are reported within parentheses. *, **, and ***, denotes 
significance at the 10%, 5%, and 1%-levels, respectively.   
 
Explanatory Variable:  (1)    (2) 
Basic industries x Euro country x post-euro time   0.073 
(1.57)   
0.041 
(1.00) 








Non-cyclical consumer goods  x Euro country x post-euro time  0.050 
(0.99)   
0.027 
(0.56) 








IT-industry x Euro country x post-euro time  0.222 
(1.33)   
0.189 
(1.10) 








Natural resources x Euro country x post-euro time  0.474*** 
(9.87)   
0.410*** 
(6.96) 








Interactions between industry dummies and post-euro time  Yes    Yes 
Control variables  Yes    Yes 
Year dummies  No    No 
Fixed firm effects  Yes    Yes 
Adjusted R
2 0.761    0.765 
Number of firm-year observations  9,742    9,742 
 Table 14. The introduction of the euro and firm value: Excluding UK and Germany 
The sample covers the time period 1995-2000 and includes all firms from the EMU-countries (except Germany, 
Luxembourg and Greece) and four non-EMU countries (Denmark, Norway, Sweden, and Switzerland) with data 
available in Datastream for at least the time period 1995-1998. Estimation by OLS with fixed firm effects. The 
dependent variable is the log of the Tobin’s Q, defined as the sum of the book value of non-equity liabilities and the 
market value of common equity divided by the book value of total assets. The Q-values are calculated using end-of-
year data. The post-euro time period is defined as the years 1998-2000. The EMU-countries classified as weak (i.e., 
countries with a recent currency crisis) are: Finland, Italy, Ireland, Portugal and Spain.  T-statistics based robust 
standard errors adjusted for firm dependence within countries are reported within parentheses. *, **, and ***, 
denotes significance at the 10%, 5%, and 1%-levels, respectively.   
 
Explanatory  Variable:  (1) (2) (3) (4) 
EMU-country x post-euro time period  0.052 
(0.97) 
  0.034 
(0.62) 
 
Strong EMU-country x post-euro time period    0.012 
(0.21)   
0.012 
(0.22) 





































































Year dummies   Yes  Yes  Yes  Yes 
Fixed firm effects  Yes  Yes  Yes  Yes 
Adjusted R
2 0.798  0.800  0.800  0.801 
Number of firm-year (-period) observations  3,774  3,774  3,774  3,774 
 
 Figure 1. Forward rate differentials 
The figure shows forward rate differentials with Germany, averaged across areas within Europe.  We calculate monthly forward rate differentials from swap rates 









GE,2,t are respectively the 8-year forward rates 
in 2 years for country i and Germany. We use the spread between the German forward rate and the ECU forward rate as a measure of the German spread. Swap 
data is from Datastream. As in Hardouvelis (2002a), we adjust for market conventions on national swap markets. In all countries in the sample coupons are paid 
annually, except for Ireland and the UK, where they are paid semiannually. We annualize interest rates in both countries. We additionally convert swap yields to 


































































































































































































































Strong EMUTable B1.  Euro exchange rate exposure 
The euro exchange rate exposure is measured as the exchange rate beta from a two-factor model of stock returns in 
which changes in the (synthetic) euro exchange rate and the domestic stock market return are the two factors. The 
estimations of exchange rate betas are performed using monthly data over the time period January 1992 to 
December 1994. All data is from DataStream. The % Significant is based on significance at the 5%-level using one-
sided t-tests of the exchange rate betas. 
 




Rate Beta  % Firms  % Significant  % Firms  % Significant 
EMU-countries:          
Germany  344  0.099  56.1 9.8 43.9  11.3 
Belgium  25  -0.017  40.0 10.0 60.0  0.0 
Spain  30  -0.310  40.0 8.3 60.0  16.7 
Finland  31  -0.196  45.2 21.4 54.8 11.8 
France  124  0.259  58.9 12.3 41.1 11.8 
Ireland  6  0.119  50.0 0.0 50.0 0.0 
Italy  37  -0.344  35.1 7.7 64.9  29.2 
Netherlands 56  0.862  76.8 25.6 23.2  0.0 
Austria  32  -0.322  28.1 11.1 71.9 17.4 
Portugal  37  0.540  75.7 14.3 24.3  0.0 
Total  722 0.102  55.1 12.6 44.9 12.0 
Non-EMU-countries:          
Denmark  33  -0.046  48.5 37.5 51.5  0.0 
Norway  40  0.034  52.5 19.0 47.5 15.8 
Sweden  60  -0.481  35.0 28.6 65.0 23.1 
Switzerland 57  0.068  50.9 10.3 49.1 10.7 
UK  632  -0.497  23.6 4.0 76.4  21.1 
Total  822  -0.400  28.7 10.6 71.3 20.0 
 